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701—108.5(422E) Sales not subject to local option tax, including transactions subject to Iowa use
tax.   The local option sales and service tax for school infrastructure is imposed upon the same basis as
the Iowa state sales and service tax. However, like the local option sales and service tax set forth in
Iowa Code chapter 422B and department rule 701—107.9(422B), there are sales and services that are
subject to Iowa state sales tax, but such sales or services are not subject to local option sales and service
tax. Department rule 701—107.9(422B), which governs the sales not subject to local option sales and
service tax pursuant to Iowa Code section 422B.8, is incorporated by reference into this chapter and will
govern the local option sales and service tax for school infrastructure tax with the following exception:

For transactions prior to May 1, 1999. The gross receipts from the sale of natural gas or electricity in
a city or county which are subject to a franchise or user fee are not exempt from the local option school
infrastructure sales and service tax.

Effective May 1, 1999, transactions involving the use of natural gas, natural gas services, electricity
or electric service are subject to a local excise tax that is to be imposed on the same basis as the state use
tax, unless the sale or use involved in such transactions is subject to a franchise fee or user fee during
the period the franchise fee or user fee is imposed. Except as otherwise provided in this chapter, all
references to local option school infrastructure tax also include local excise tax, and all rules governing
the administration and collection of local option school infrastructure tax are also applicable to local
excise tax. With the exception of the natural gas and electric related transactions previously mentioned,
there is no local option use tax.

This rule is intended to implement Iowa Code section 422E.1 as amended by 1999 IowaActs, chapter
151, section 36, and Iowa Code section 422E.3 as amended by 1999 Iowa Acts, chapter 151, sections
37 and 38.


